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CHAPTER I 
EARLY BANKING PRKIOR TO 1637 

Missouri, like every other developinz area in our Nation, had bank-~ 
dng before it had banks. The weople had to have some weans of carrying 
on trade. Husiness was transacted largely by barter, the ciief media 
of exchanye being furs, lead, tobaccu and whisky. Needles, pins, and 
sheets of writing paper served as sll change. Furs, the first currency 
dn iesourl, consisted of the skins of anlials and possessed a creat ranye 
of valuc, twelve and a half cents for raccoon skins, up to forty cents 
for dver skins and five dollars for otters, and they were exchangeable 
Av estaLlished rates. Furs provided the livelihood and all skins that 
were vood enough for the fur trader were food enouh for currency. The 
skin and fur currency were kept not in vaults, but in sheds, tied up in 
bales and carefully counted. The larvest denomination of the far money 
was the "pack", This was a bundle cf skins making up a definite weight 
and having a fixed value. Anyone coulda establish jooc credit in « store 
With a "pack", St. Louls, founded in 1/6) uy Pierre Laclede and nis atep- 
Sou Auguste Clouteau as a fur-tradin,:; pout, was more fortwwte tuan other 
early settleuents in the west in its morc lileral supply of tuis primitive 
money. It obtained its furs from the Yorests, prairies, streaus aad the 
ueadwaters of the “issouri River. Anothor type of money, althou,h lesa 
convenient was lead which was indispensible for bullets, however, it was 
45 goou barter money as siin. At thet time St. Louis was the center of 


Vbe lead trade in the WOES e 


In 176) when the trading pout nas cetablished in ot. Wis, Auguste 
Chouteau pot the idea of enterim, tos walne of the purchased peitry on 
his vooks in livres, thereby giving the seller a credit on woich he could 
draw, Later receipts, issued for w given wolght of furs vaiued in ionay, 
were passed as @ kind of money. They were redeeamatle in funds. on devand and 
were passed from hand to hand by endorscente ‘hen there was a sufficient 
anount of peltry accumulated in the warchouse to justify a shipment, the 
furs were sent to New Orleans and vther porta, accompanied by drafts drawn 
on the buyer. These drafts were nalc in serchandise most cf tne time. 
Gradually it becane a custom for the for houses to cash drarts, meke 
colicctions, sell exchanyes, and make loans. ot. Louis fur traders were 
well re,arded arrinotes Lesued by them for tuelre cwn convenie.ice were 
,ood currunt money. This was bankin, as ib existed until lol3. 

The first coin in Missouri was siiver called “hard naoney". It was 
sent from Spain to pay the varrisen av St. Louis before the vession of 
the Territury to the United Gtates. The Spanish wilied dollar wag the 
most couwnon coin in circulation in isauerdl, For small change this collar 
Was actually cut into balves, quarters, and half-quarters. often the halfe 
quarter gleces were cub inte two to make "bits". The bit was twelve and ones 
balf cants, and for a lony time was Lic doweat denuuwdnation of money. If 
Soneone bow’ht an article for Lens than a bit ne received the change in 
pine or neadles or sheets of paper. As vomw.eree and trade increased, 
Certain fur traders and reputable businessnea carried on bunking functions. 
A8 coined money came into wider use, these businessnen develoved into prie 
vate bankeru, however, this development wis very unsuccessful. The dis 
appohuting expurionee with paper money Assued »y sae private bankers, 
led the Ganeral Agsewbly in ls?) te pace un seth prulivitine tue elreuta~ 


tion of ,rivate bank notes. 
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ii? jn BK tha Cau 7 Bank of:5¢.. Louds «roy sr, 
ie PEs 2813 4% became necessary to.establish.a better syatem of currency 
It was impossible to do business on-b~large scale with, commodities as the 
nedium of exchange due to.the uncertainty as-to the exmet value of these 


connodities,. 
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The yolune,.of,, businoss yas such that, it made:the ineidcsntal 
banking operations of tho, traders arid .other businegomeny and the operations 
of the private bankers aceon: Anadequatts : Minnours, had. reached tho, stage 
where organized banking WED, NSCCEBEIT s wi ve a ee el aed 
. «4,the situation led the. Territ tonin? legialatere An 1813,, acting on the 
petition of Auguste Choutean and a crop of wesponsible St. Louis business= |” 
men, to charter, the first bank in, Hicnourhy the banltof, Ste Louise .. Three 
years later, on Augus’s 225. 1816.tho bank, wos insorperated,:,, On Soptember 2, 
1916 the direatora wore elected and .cn September 20% Samuel Hamann, sas 
elected President end John Be Ne Smith, Cachter, The. actual. opentne, after 
some delay, took place on December 13». 1816.- The bank was. ina, building 
loonted: at 58 South Main Streets On Anecust J, 1817 the bank, for ttc: oun 
Use, purchased the .old stone,.houne: on, the, east. side of, Main Street,’ botusen 
Elms and, nyrtle., The, capital wag.$100,000 dn shares. of. $109; par valuta: 
It.took three years to secure,.4t uith subscriptions not only fron soven 
considerable towns..in Missourd,., Territory, but from tua touns in TlMnots.- 
sereng the Migsiseippl Rivers At this time the populstion.ef Miseourk,.., 
Torrltory a9, 58,260, and of Ste, Lonin. 25200...- sis, 
Tho. bank was managed by a, board cf, thirteen directorsy elroted by the” 

sharoholders for a term of on, youre, branches, for. gopesit, and discount 

only, vere. authorized at Ste. Geneyti oo. wand Siewuhere in, Minsourd, out not 


within fifty miles of tho.parent | neni et BS. Louis. or. Mk, each others, 
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Se iis Jono One Hundred XYoars of ‘Rankine: 4 Miscouri, 16200 
1920," Missours Historical RevicusVanwsy 292%, Vor. 18, Nos 25 Pre 353-35h. 
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, Sompetitien, 4% gained a popular favor and vas welcomed by the toun of 
: : She louis, 1% had free -etroulation for ita notes, Thess advantages 
; | proved unfortunate, as the bani ran Ante many diffiaquitdes. People wore 
ie not accustomed to banking practice, ond moot of ally they had little 


+. @dueation dn the prompt discharge of, bank obligations and services. 


The ghartex provided that. the total debte of tho bank wexe mot to 


|, Smreed double. the paid up capital and surplus. «In case-this limit wes 


gxesededy It became the pargonal liability ef the direetora voting. for 


the excesae Real eatate holdings were ‘limited to the banking house. 


| sane bank wae.not to engage in merchandising Tha notes ware eccured 


only by. the general assets, and were, Anvalid unless aigned by the pre- 
sident and the cashicr, and were assignable by indorcosint. , Interast 
tates were fined at six per cent .on.any-lean om discount, payable in ade 


vance... Dividends were payable semi-annually out of profits, and if a 


> fnleo dividend was declared, directors authorising 1% were.teo bea held 


individually liable. The bond for. the qashier wan Lixeg at $10,000, and 
for all other employees at $5,000. Leana were to be secured by at least 


‘one inderser, except that lead, poltry, ior fure might be eccepted,.cs 


collateral An place of indorsoment, provided they .were actyally deposited 


tn the bani: or within one mile of it. Such cellateral.could be sold on 
ten days notice to pay the debts of the, porrower.” wee ye Ace arene 

vars: Notes were diosved and printed privately according te the deaign- 
Moalected ty the banks Usually the fur oy river interests ‘of the City 


wore aynbolized by the cute: The Missourd, Jetoriea2 Society lecated in |, 


the Jefferson Momorlal Building in St. Louis has an-outstanding eallece 
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4** ar “John Ray Cable, Tha Tanteof:the Htats of: Missourdy, Columbia... 
University, New York, 1923, Vol. Cil, NOe 2p De Dee 





t4on of these notes. Tho writer had the privilege of viewLng numerous 
pieces of currency, cheoks, pass booke, deposit slips, and bank state= 
monts used by bank customers in this era. . Through the Sosteties coe 
operation, the more legible notes were reproduced and photographed as 
ehown on page 7. The Society also permitted the reproduction of the 
photograph of Auguste Choutedu, shown on page 3. 

The delay of three years prior to the opening, caused great ime 
patience and a movement to start a second bahk was already under way. 
Although the Bank of St, Louks “was very popular, 1t only lasted about 
, two years as tt waa in trouble most of the tine. No reports of any 
kind were ever required, no examinations were provided for, and there 
wad no prohibition against the bank making leans on its own stock as 
collateral. Those connected with the bank made many mistaken as they 
wore not trained bankers. Large suus wore edvanced on real estate 
speculation. The bank issued more notes than it could carry safely. 
The panic of 1819 was an excuse for failure, however, its fadilvure ucs 
primarily due to inexperience and the constant etruggle for control ine 
' glide the benk. Ill-advised speculations created dissension among the 
board of directors. Continued internal troubles and general business 
conditions called for liquidation and tho pank closed in July of 1819. 

The first bank gave St. Louis and Missourd a lesson in the caution 
and training that is so vitally important and necessary to successful 
banking. St. Louis, however, was not left without a bank, there wan one 
other chartered bank in existence, the Bank of Missouri, 

The Bank of Missourd 

The Bank of Missourl, opened ite doors for business in St. louis, 
Tobruary 1, 1817 with & capital of $250,000 41n shares of $100,00.: 
Auguste Chouteaz, one of the founders of Ste Lovina, ond the wealthiest 
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Citizen in Mieseurt was ite, fires Presidents, and Lilburn W. Bogge, after~ 


vards Governor of the atate, waa ite fires eprniee.? legislature reserved 


the. right to add. $200,000 £6 the stock of the Bank, however the right was 


never ‘oxercisede en soe , i se a4 : ates ni i AS © Ton 19 wf ¢ ' oy ; B34 7 Fenty aie 


The board, consisting of nine directora.elected by, the etockholders 
for one year, cerved without compensation and were forbidden to borrow 
more than $3,000. each from the bank. Th tng oxest rate on discounts wan 
Lnited to cin oy cent. A report of the cates of. the bank was to 
ba nade fe cach paaeeas of ‘the dogiotates ‘ thd eh could revel the charter 
a2 it wate ony pension af £ the law. 3 » Loans feta Lamited to tude the paide 


® Pay stee Real rece pao be owned for bank office use, however other 


real estate taken to secure o debt ens Gontracted ‘polis be held 


| indefinitely. sie bank aes pees mee ries in the basement of 
3 hia houteaut s home on wasn ‘street ‘and moved to a new bung at 6 North Main 


treet in 9, Ps ms yi fs SETAE! Rr abe 
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_ Any county purchasing 340,000 etoste was obliged to open a eet. 


‘The, only trench ‘established was at Bte. Genevieve whieh was ‘authorised to 


| 5 | tosuo Deten in denominations of 81, 00, §3.00, 54 00 O and $20.00. The 
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®Thoe President, Direetors aha Gonpany. ‘of the ‘Bam: of ennenrh. a 
=: upromise te-pay one dollar. on domand at:thelr Office, of: Daposit. - 
and Discount, Ste, oo to wa Lilian oe President 


-* Mhereofy, orto bearers, ©. 4 he create : 
. Auguste Chouteau . St. Lous, Ootethy ‘1610 
vit, be eget President - = Sie, * John-Daleny: Cashier, 


‘atm Under the charter, gection 19, branches ae not haye tho .right.of 


429 , This. vas avoided by issuing Ste. jeaeat notes at 5%. Louls, 
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signed by the president and cashier’ ofthe’ mother bank and making them 
payable at the Ste. Genevieve office. Noted of largor denomination were 
issued by the parent bank. See bottom pogce"Fe' hs 

/ « +Thevbank vas the depository Lor Governnch’t money which wee the reason 


for much of the prosperity. In 1619 the bank had deposits of $770,079, 
of. uhich.cnly 672,073 wore dopesitd of individuals,’ The Polloning to a 
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aeiline property, iy dent, _Tmnigrants bourke more land than they 
could eGo to pay Lor. They also boickt neSchandise on dong, tine recite 
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on most of £ the chartered banks se She county, 7 payment, and tis banks , ‘| 
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opt expanding * thetr issues rest the bpoculative gonands, Treretere, 
when the coutay~ulde pants scoured tn ABD» everybody in itssowd was. 
hopelessly in debt and the banks were not able ‘eo redeem Sheds, notede a! 
vorchants could ie get tote debt tora A poy thom, in epocte, and the 
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Missouri which suspended specie payments on August 2, lb2l at which timo 
the directors decided on liquidation, and the bank closed up in 1822. 

Some of the reasons for failure were poor managenent within the bank, 
and excesaive loans to directors wilich violated the charter. The directors 


berftowed heav on real estate mortgace security and on their personal notes. 
we 


- Mush of the paper held by the bank as scoourity for loans proved worthlosa. 


With the Bank of St. Louis closed in 1619 and the bank of Missouri in 
liquidation, the chief town of Missouri with a population of 4500, was left 
withous banking facilities, except such as wore supplied by some private 
bankers who issued notes of uncertain value. The unfortunate beginning 
of banking in Missourd cast a long shadow and it took many years to over~ 
come the feeling that the banks wore instruments whereby the rich cheated 
the poor, Tho Missowl Constitution of 1020 provided that tho ctate could 
charter only one bank, with not more than five branches. Yet seventeen 
years were to elapse before even this authorization was to ba ee inea.° 

Tho Loan Office 

Tae people of Missouri had no money to pay taxes or to complete their 
payments on land which they had purchased, The government in Washington 
offered relief and extended the time of payment on public land install- 
nonts. Tho stato legislature in ite first soasion after statehood was 
also considering ways and neans to help people, This condition pro~ 
vided the motive for tho Loan Office Act which was ierely an attonpt to 
furnish some relief. The Genoral Assembly on June 27, 1621 passed a plan 
which would do two things; furnish a satisfactory currency and cnable the 


people to borrow from lending institutions at a fair rate of intercst. 





© diane by H. Earl Cook, "A Glinpse into Uuark Archives," before 
tho Annual Convention of the Missouri Bankero Association, Kansas Clty, 
Missouri, May LO, 1955. 
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The state was to be divided into five districts with a lean office 
i; din each one. The local management wae in the hands of the board of three 
? commissioners elected by the General Assembly, The state auditor and the 
state treasurer wore empowered to issus certificates to the amount of 
$200,000 in denominations ranging from $0.50 to $10.00. The certificates 
were to be loaned in amounts of 31,000 or less on real estate security 
worth at least double the amount of the lean, and $200 or leas on personal 
property, et the rate of six per cont in advance. The lean to be repaid 
ten per cent semi-annually. In February 1822 in a suit filed in the St. 
louis Circuit Court, it was declared that tho Loan Office certificates 
wore bills of credit and therefore qusdustieuinends” The certificates 
immodiately depreciated fifty per cent. Tho state had loaned the cer- 
tificates in exchange for promissory notes of customers. All who had be- 
come indebted for them were in a position to repudiate their obligations. 
In 1829 Governor Miller was instructed by the legislature to borrow the 
money to redeem the outetanding certificates. | 

Thus ended the third failure in an attempt to solve Missouri's banke 
ing and currency problem. It is no wonder that the people of Missouri 
wore afraid of any sort of banking venture. The cnly facilities avail-~ 
able were supplied by two or threo private bankers having credit in 
Baltinore and Philadelphia. The past three unfortunate experiences turned 
the people of Missouri against banks to such an extent that none was char- 
tered until February 2, 1337. However, by not chartering any banks during 
the scventsen year period, ‘iissouri escaped and avoided the wild banking 


practices that wore carried on in other states. Missourl profited and 
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“. learned from the mistakes of others. 


fhe Branch of the Bank of the United States 

The Bank of the United States in 1829 opened a branch in St. Louis, 
however, as early as 1827 St. louis asked to be considered as a location 
for a branch, Mr. T. Cadwalader, looking ovezx the St. Louis area, mace 
the following reports 

"The chief business of the city is the selling of dry goods and 

groceries which are purchased in Philadolphia and New Orleans. 

The retail trade amounts to about $750,000 a year, in addition to 

$150,000 in sales to the Indians. Fur exports are $500,000 a 

year, but three-fifths of this trade ts controlled by the Astor 

terests and can be expected to furnish little business for a 
bank. The other important export is lead, but this is quite 
speculative. The city has 4 population of 5,000 and is growing. 

Twenty now houses wore built last year. the rivor trade is in» 

creasing. Thore is little business in bills of exchange, except 

' 4n shipping of furs. Thore aro no local banks, nor have there 

boon any since 1821, A new bank could now oxpest to carry a 

loon of more than $100,090 to $200,000, Such a small volume of 

business would not pay." 

The bank, however, watched St. Louis and two years later a branch 
was opened with John O'Fallon, a popular citizen and officer in the War 
of 1912 as president, and Henry S. Coxe, who had been an officer in the 
parent bank at Philadelphia, as cashier, The board of directors con- 
sisted of twelve members, ten of whom were residents of St. louis, in- 
cluded such mon as Piorre Chouteau, John Mullanphy and Peter Lindell, 
The bank was well received and management earned the confidence that was 
50 important to conduct sound and conservative banking. The 5t. Louis 
branch had several branches or sub-offices throughout the State to take 
care of the country needs. The now bank was a great ald to Missouri, 
but its people at first were afraid of the notes of the branch bank. 
The bank gave the people a safer and more convenient currency than thoy 


had before, The Branch Bank was credited with much of the activity, 





‘cubis, pp. 62-83. 


population and building growth. 

The Branch Bank showed a profit from the start. Even though it 
started business late in 1629, the profit for the period ending January 
1, 1830 was $595.83; as of January 1, 1831 the profit was $19,949.11 and 
on January 1, 1632 it was $30,464.25. Tho individual deposits ran some- 
what higher than the parent bank had estimated. February 6, 1832 the ine 
dividual deposits were $219,572.63, on October 15, 1832, $221,426.00 and 
on July 1833 they were $281,160.00. The comparative statements, takon 
fxom the reports of the parent bank to Congress, are shown in Table 1 on 
page 1h, | 

The United States Bank was rendering 2a service in St. Louis which 
was appreciated, however, the causes that swept it out of existence did 
not originate in St. Louis. Tho end was noar and soon it would be forced 
to wind up its business. The parent bank's charter was expiring. Even 
though the recharter bill had been passed by both houses, Jackson vetoed 


the bill to renew the charter of the United States Bank, forcing the bank 


out of business in 1536, The voto of Jackson caused considerable agitation 
in St. Louis, and the end interests of ths city were very disappointed. 
Here again a burning political issua concerning renewal of the charter 
of the parent bank found St. Louis on the side of Clay who favored renewal, 
while the state outside of St. Louis supported Jackson, Thus in 1835, 
Missouri with a population of nearly 250,000 and St. Louis a thriving com- 
mercial city of over 6,000, again found itself without ea bank. The liqui- 
cation was in the capable hands of John O'Fallon the president who in the 
final accounting closed the books with a loss to the government of only : 
$125.00. John O'Fallon will always bs remembered as Missowri'ts first 
teacher of sound banking principles. When all of the affairs of the St. 


Louis branch were settled and it was known that the loss had been only 


15 


$125.00, the sentiment in favor of a bank rocognized by government was very 
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strong. If the United States would not charter then the state would,” 

St. Louis was not willing to be without a bank again, It received 
good service from the Branch Bank even though political issues had pre- 
vented full recognition of its uscfulness. Mcaswres were inmediately 
taken to socure sone substitute for the closed bank. 


TOY 


The Cincinnats Commercial Are 





MissowL was growing, Ste Louis was growing rapidly with it. Steane 
boats were running between St. Louis and Now Orleans, Louisville, Cin- 
cinnatl, Pittsburgh and Galena. Under these conditions, 4% was inpossible 
for the city to be without banking facilities. 

Tho Commercial Bank of Cincinnati, one of the largest and moat 
succesaful banks of that day, entered into a contract with the Secretary 
of the Treasury of the United States, by which it would become the de~ 
positery of public funds for Tilinois and Missouri, and would perform all 
other government work that had becn cared fox by tho Branch Bank of the 
United States, It opened an office in St. Louis on June 15, 1635 with full 
discount powers. Tue Agency could transact general banking business such 

as buying and selling bills of exchange and accept deposits. The contract 
also provided that the notes of all spocie-paying banks in the Wost, with 
tne exception of one or two, would be received on deposit. The Agency was 
most welcome in St. Louis. It won the confidence of the government, how- 
cvor it was little help to Missouri outside of St. louis. John O'Fallon 
recomended its patronage and directed business to it. In Novembour, he 
announced that the Agency had purchased the accounts and business of the 


Closed Branch Bank, and an effort waa made to continue along the old lines. 
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In 1836 the St. Louis office reported specie holdings of $513,859 and 
governnont deposits of $1,978,383. So long as the government contract 
fasted, it had eufficiont funds to maintain the big banking business, 
irrespective of conditions in Cincinnati. Dy 1837 the specie had de~- 
creased to 009,553, total deposits wore $2,262,900 and the loan account 
stood at $1,395,811. The home office had greatly expanded its business 
on the basis of the St. Louis governnont deities 

The state was flooded with paper money from the banks of other states 
which were unsound and could not redeem the paper money for specie on 
demand. Therefore, to help coumerce and give 1% a chance to develop, and 
further combat the evils of “wildcat" currency, and to aid specie cir~ 
culation in the state, mon began in 1836 to demand that the legislature 
charter a new bank, It is true that the Agency was welcome in the city 
as there was nothing else available, but local pride resented St. Louis 


making money for Cincinnati. People asked “why not perform the services 


herself and reap the profit". The sentincat of the legislators was 

against out of state capital doing banking in Missouri, The house passed 

@ bill to expel foreign banking agencies. Former Mayor William Carr Lane 

offered the following resolution: 
"That in the opinion of this meeting it will be highly inexpedient 
in the General Assembly to romove or lessen the banking facilities 
now possessed by the manufacturing and commercial comuunity by re- 
moving the bank agencies located amongst us, and that we deprecate 
any presentation in the Genoral Assembly on the subject as tending 
inevitably to the great injury of every class of our citizens." 

The expulsion bill affecting the Agency was no& passed until provisions 

wore made for the state banks The Agency was reluctant in leaving the 


otate and drove a hard bargin. It threatened to transfer all its specie 
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to Cincinnati and force payment on each nots as it matured. The chartered 
State Bank purchased most of the debts of the Agency, agreed to accept its 
deposits, ascunued all local obligations, purchased its building and fure 
niture, and thus the Agency agreed to cease all business in the state. 

To summarize the banking experiences in Missouri, wo find that the 
state had passed through varied stages. Thore was the inconvenience of 
barter, Then the dangers of "wildcat" currency, none of which was issued 
by Missouri. Two local banks in St. Louis failed largely due to the in- 
Pevianos of theix management, There was the period of makeshift private 
banking. The Loan Office came to the relief but ended in disaster. Then 
dn 1829 the Branch Bank of the Bank of the United States was of sane help 
to Missouri, and after its closing, thore wore two years of the Cincinnati 
Agency. Both of which gave honest service and taught St. Louis and the 
state that they could not be without a bank. Now all the years of ex- 
pexience were behind, leaving the field wide open for the new State Bank 
to show what it could do in the way of serving the state. 


CHAPTER IV 
OTHER FINANCIAL TUSTITUTIONS 
Private Banking 
Private banking played an important part in the banking history of 
Aigsourd, In carly days it actually furnished the bulk of the banking 
‘scilities, ‘The State Bani: with its small capital and conservative policy 
*Guld not take care of the banking necds of the state. Private enterprise 
“At the only solution. It appeared that note issue was not essential to 
““* tanking business, so men in other lines of business began to recelve 
4/00its, sell exchange, and discount paper. Private banks were not 
*onlvited by the state government, their wsetulness was reco.nised. They 
OS Pivuted to the counercial development of vhe state, often carrying 
“re Covorits than the State Bank. Before banks were ever chartered in 


‘Lary 4 r . ’ _ 
Why £8 FONG, merchants, and Lrokers performed many banking 
<e “4 


+e =e 


“or the most part, members of these private banks were nen of 


“Aric mlvete Cortiunes and represented larye business interests. Among 

4# tarly orivate banking housee were William O'Hure and Co. in 1519 and 
raw and Pave Sn AX30. In 1832 Le A. Benoist and Cosy a French bankiny: 
abe of ley wliwne, opened an office in St. iovuls and was active for ten 
P9¢8, 


O% MOOD meuber of this banking house was known ag the first 
witals tanzer in 5¢. Louis and “issouri. An advertisement taken fro. the 
“4280urd Republic outlines their servicer: 

"Le As Benoist and Co, ~ exchanye co.wission brokers. Notes of all 


folvent banks in United States discounted at lowest rates. Notes 
O. Drozen banks purchased at highest nartet price. Drafts, notes, 
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and bills coliected on the most favorable terms; and funds trans- 

mitted to most of the princi,al towns anc cities of the United 

States. Drafts on Philadelphia and Baltimore for sale. Sight 

and time biils will be purchased at a slight discount. Deposits 

wild be received at the following rates: checking, h per cents 

30 daya y > per cent; 90 days, 6 per cent. Checks and bank books 

furnished, kEnulish, French, Portugese, and German fold purchased. "23 

It vas not long before many insurance companics vrovided banking 
services with vone of thea receiving depositn. ity Loh2 there were thirteen 
brokers and private banking houses, Missouri was very well supplied with 
banking houses. The private banks were mere partoerships or individual 
enterprises, they began and discontinued business without any formality. 

The house of Passe, Kacon & Cosy established in St. Louis in M&S, was 
the largest, with a branch in San Francisco. it vsined public canfidence 
to the extent that it issued notes which circulated trealy in Missouri and 
in Illinois. It made large leans to the city, nsi't numerous houses, for 
sale on small cash down payments, helped to fintince the Ohto & Aississippl 
and the Jelleville and St. Louis hallroacds. <A subscription of }35,000 was 
made to the “issouwrl racific when ground was broxen. The selcher Sugar 
Refinery was made the largest industry of its kind in the country due to 
financial aid from Page, Lacon & Co. The house ran into difficulties in 
1855 and could not obtain a loan for $250,000 fro: their New York core 

es 
yan 

respondent, and wore furced to close their doors on January 13, 1255. 

This created a gencral disturbance and a run o. 311 banking institutions. 
Another well ‘mown house was Lucas & Sinmonds, afterwards Jes. He 
Lucas & Co., and alnost an even competitor with Puce, Hacon & Co. It also 
2 i" 


had a branch in San Prancisco which closed in 1057. On Gctober bth the 
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company, due to heavy runs, suspended and went into Liguidation. It nad 
paid out over 1,000,000 in coin. James H. Lucas personally assumed all 
the obligations of the bank. He gave notes to the creditors and paid ten 
per cent interest, this cost iir. Lucas over 7.500,000. 

The private banks came into the limelight in 1649 through their in- 
dictment by the St. Iouis Comty Grand Jury for violation of the simall-note 
law. To meet the demands for a sufficient volwi of money with which to 
transact the business of the city, the private banks handled paper money 
freely. The State Bank was forbidden by charter to issue notes smaller 
than ten dollars. The private bankers took advantsve of this situation 
and issued small notes. The need was so great for small chanje that very 
few people questioned its legality. The Cran! Jury investigation put an 
end to this practice and the private banks paid all their issues in specie 
on demand and agreed not to reissue such notes. 

Prom 1045 to 189), the private banks scammed very prosperous. ‘They nad 
supplied the facilities which were demanded by the period of expanding trade. 
Sole dependence on one chartered bank would huvo Mandicapped the econonuy of 
the State. It is cvrident that the state could not have gone through these 
trying years without the private bunks. A tynical advertisement in the St. 
Louis Democrat in 1555 reveals the services offored by another private banks 

"Darby and barksdale. - Bankers and excharize dealers. Collections 

made on all the princioal cities of the Union. Deal in bank notes, 

coin, etc. Interest allowed on deposits. Collsctions attended to 

and all procecds remitted for on day of payment at current evcherie, 

free of charge. Paper negotiated and stocks tou nt and sold on cone 

mission. Funds remitted to Enzland and T 


4 Prone. Currency boy ht, 
sold, and received on deoosit,"<° 
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The canic of 1557 startec runs on the privetre banks, many announced 
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suspension and many failed. Uowever, by swmuwner of 1557 several nouses re-~ 
Bumed specié payments, and new private barico opened for business. By LUSY 
Missouri had 4Y private banks, 21 of them in Ut. Louis. During the Civil 
har their number decreased, however, by Centember of 1867 tinere were 78 
27 

private banks, 3 of them in St. Louts and wy 1571 there were 99 all told. 
Gradually the private banks, including Le. 4. Bencist and Co. one of the 
oldest establisned houses of St. Louis which failed in 1869, lost thelr 
business to the newly chartered banks. 

Restrictive laws have reduced private banking to the point that they 
have disappeared in Missouri. The Missouri Taws in 1929 defines private 
bankers as: 

"Section $403: Private banker defincc. - Private bankers are declared 

bo be those who carry on the business af banking by receiving money on 

deposit, with or without interest, vy buying and sellin, bills of exe 
change, promissory notes, gold or silver coin, bullion, uncurrent 
money, bonds or stocks, or other secur'tics, and of loanim, money, 
without bein: incorporated. 

Milotese Since an act of 1915 no new private benks could be established 

in this State. Lt the present time there is only one private bank in 

the State. ‘The assets of a private bank ore distinct from those of 
the owner.t©2 

The present law reads as follous: 

"Section 362.015. No private banks siinll be established ........(1l) 

Fron and after the passaga 8%, this law uo private banks siall be 

uBtablished in this State." 

in an interview with or. Stanley Puhl, oxaiminer with Federal Deposit 


Insurance Corporation, he said, "To my knuwledre there are no vrivate banks 


in Missouri at the present time." 
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~The Revised Statutes of the State of “issourl, 129, Vol. I, 


Chapter 3h, Article 2, 5ec 
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